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used to alter the payment characteris-
tics of the cashflows from the issuing 
entity and whose primary purpose is 
not to provide credit enhancement re-
lated to the pool assets or the asset- 
backed securities. For purposes of this 
section, the ‘‘significance estimate’’ of 
the derivative instrument is to be de-
termined based on a reasonable good- 
faith estimate of maximum probable 
exposure, made in substantially the 
same manner as that used in the spon-
sor’s internal risk management process 
in respect of similar instruments. The 
‘‘significance percentage’’ is the per-
centage that the amount of the signifi-
cance estimate represents of the aggre-
gate principal balance of the pool as-
sets, provided, that if the derivative in-
strument relates only to one or more 
classes of the asset-backed securities, 
the ‘‘significance percentage’’ is the 
percentage that the amount of the sig-
nificance estimate represents of the ag-
gregate principal balance of such class-
es. 

(a) Descriptive information. (1) De-
scribe the following regarding the ex-
ternal counterparty: 

(i) The name of the derivative 
counterparty. 

(ii) The organizational form of the 
derivative counterparty. 

(iii) The general character of the 
business of the derivative 
counterparty. 

(2) Describe the operation and mate-
rial terms of the derivative instru-
ment, including any limits on the tim-
ing or amount of payments or any con-
ditions to payments. 

(3) Describe any material provisions 
regarding substitution of the deriva-
tive instrument. 

(4) At a minimum, disclose whether 
the significance percentage, as cal-
culated in accordance with this sec-
tion, is less than 10%, at least 10% but 
less than 20%, or 20% or more. 

(5) File the agreement relating to the 
derivative instrument as an exhibit. 

(b) Financial information. (1) If the ag-
gregate significance percentage related 
to any entity or group of affiliated en-
tities providing derivative instruments 
contemplated by this section is 10% or 
more, but less than 20%, provide finan-
cial data required by Item 301 of Regu-

lation S-K (§ 229.301) for such entity or 
group of affiliated entities. 

(2) If the aggregate significance per-
centage related to any entity or group 
of affiliated entities providing deriva-
tive instruments contemplated by this 
section is 20% or more, provide finan-
cial statements meeting the require-
ments of Regulation S-X (§§ 210.1–01 
through 210.12–29 of this chapter), ex-
cept § 210.3–05 of this chapter and Arti-
cle 11 of Regulation S-X (§§ 210.11–01 
through 210.11–03 of this chapter), of 
such entity or group of affiliated enti-
ties. Financial statements of such enti-
ty and its subsidiaries consolidated (as 
required by § 240.14a–3(b) of this chap-
ter) shall be filed under this item. 

Instructions to Item 1115: 1. Instructions 2, 3 
and 5 to Item 1114 of this Regulation AB 
apply to the information contemplated by 
paragraph (b) of this item. 

2. This Item should not be construed as al-
lowing anything other than an asset-backed 
security whose payment is based primarily 
by reference to the performance of the re-
ceivables or other financial assets in the 
asset pool. 

§ 229.1116 (Item 1116) Tax matters. 

Provide a brief, clear and understand-
able summary of: 

(a) The tax treatment of the asset- 
backed securities transaction under 
federal income tax laws. 

(b) The material federal income tax 
consequences of purchasing, owning 
and selling the asset-backed securities. 
If any of the material federal income 
tax consequences are not expected to 
be the same for investors in all classes 
offered by the registration statement, 
describe the material differences. 

(c) The substance of counsel’s tax 
opinion, including identification of the 
material consequences upon which 
counsel has not been asked, or is un-
able, to opine. 

§ 229.1117 (Item 1117) Legal pro-
ceedings. 

Describe briefly any legal pro-
ceedings pending against the sponsor, 
depositor, trustee, issuing entity, 
servicer contemplated by Item 
1108(a)(3) of this Regulation AB, origi-
nator contemplated by Item 1110(b) of 
this Regulation AB, or other party con-
templated by Item 1100(d)(1) of this 
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